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Subject
A proposal to shift to a quarterly pro-rated fee schedule for new food establishments, administered by Public Health Seattle & King County’s Food and Facilities Program.
Summary
Per Board of Health Code Title 5 (King County Food Code), all retail food establishments (other than temporary and seasonal food establishments) are required to obtain an annual operating permit.  The permit cycle is from April 1 to March 31 of each year.  Currently, the Board of Health rules allow for the Food and Facilities Program to pro-rate annual permit fees for new food establishments to 50% for owners who apply for their permits during the second half of the permit year.  The program proposes amended language that allows for a more frequent pro-ration schedule (quarterly) for new food establishments.  Quarterly pro-ration of annual permit fees aligns with the cost of providing regulatory services and is consistent with the equity considerations important to King County.  Additionally, a quarterly pro-ration schedule is practiced nationwide among comparable local health agencies.  
Background
For over 10 years Public Health Seattle & King County’s Food and Facilities Program has utilized a 50% pro-rated schedule for new food establishment permittees who apply after September 30th of each year (based on an annual permit schedule of April 1st to March 31st). 
Over the years, the Food and Facilities program has received anecdotal feedback from new operators desiring relief from paying half the annual permit fee for operating in some cases for much less than half of the permit year. New operators have asked for a quarterly pro-rated fee schedule in the interest of fairness and reducing their financial burden in starting their food business operations.  
Analysis
The retail food establishment permit cycle is from April 1 to March 31 of each year. The current half-yearly fee proration model helps reduce some of the financial impact of permit fees for operators opening part way through the permit cycle.  However, this fee structure also creates unintended financial consequences for those who may pay the 50% pro-rated fee late in the scheduled year (e.g. January, February, March) and subsequently are required to submit a permit renewal fee at the full 100% cost for the following year.   A quarterly pro-rated schedule (25% reduction every 3 months) is proposed to ease possible financial burden.  

A quarterly pro-ration fee schedule will help reduce new operators’ concerns about when to open (by timing their business opening to optimize their fee obligation), given the proposed fee reductions based on a quarterly rather than half-yearly schedule.  

Potential impacts of the quarterly pro-ration permit fee schedule include the need for additional staff time for processing fee payments and issuing permits and slight loss in department revenue amounting to approximately one-half of one percent of total annual revenue.  

The estimated decrease in initial permit fee revenue to the Food and Facilities Program is estimated to be $50,000 to $90,000 annually. Estimates indicate that half of all first-time permit fee applicants (~450) would save approximately $100-$310.  This reduction in revenue will not have a significant programmatic effect.

In determining equity impact the Food and Facilities program administered a survey to all permitted retail food establishments in King County, approximately 12,500 businesses.  The survey was comprised of the three questions below. Of those surveyed, 293 responded. Support for the proposal across all questions was favorable as follows:

Question 1: Do you support the pro-rated fee proposal?   (86% answered yes)
Question 2: Would you have saved money under a pro-rated fee structure? (72% answered yes)
Question 3: Is the pro-rated fee structure proposal fair?  (86% answered yes)
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